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Thomas F. Johnson

Dr. Thomas F. Johnson is Director of Economic Policy Studies for
the American Enterprise Institute for Public Policy Research ,
Washington, D.C., a post he has held since 1977.
Dr. Johnson received his B.A., M.A. and Ph.D. degrees in Eco
nomics from the University of Virginia and has served on the faculties
of the University of Virginia and George Washington University.
Presently, he is a member of the faculty at George Mason University.
He is the author of numerous scholarly publications, including The
American Competitive Enterprise Economy, Small Business, Its Pros
pects and Its Problems, The Price of Price Controls, Renewing
America 's Cities and articles in leading professional journals.
Dr. Johnson also is active in community affairs, having served as
president and a member of the board of directors of the Alexandria
Hospital and a member of the Alexandria, Virginia, school board.
Dr. and Mrs. Johnson have three children and reside in Alexandria,
Virginia.

Preface

Thomas F. Johnson of the American Enterprise Institute spoke to
an audience of Clemson University students and faculty on the after
noon of April 23, 1985. An economist by training and experience, Tom
Johnson has directed research efforts at AEI over much of its 42-year
history. During this time, the Institute has attained a national and inter
national reputation for identifying major policy issues, organizing
research on those issues and providing a forum for their discussion.
From its Washington headquarters, AEI maintains outreach pro
grams that extend th rough out the world. In add it ion to its promotion of
research on economic policy, the lnstitute's research areas include in
ternational affairs, government regulation, health, energy, defense and
education.
While being a major "think tank" with a core of permanent staff
and resident scholars, AEI calls upon the academic community for
much of its research. Dr. Johnson is the intermediary who brings
together ideas and scholars. Knowledge of people and what they are
doing is as important in his work as is knowledge of the issues to be faced
by policy-makers.
Drawing on his understanding of the policy formation process,
Tom Johnson told his audience about the power of ideas and the im
portance to a democratic society of promoting competition among dif
fering ideas.
When asked to summarize the key point communicated to them,
students from an economics class who formed part of the audience set
tled on one point: Academic scholars are the source of new ideas that
eventually become elements of national policy. Dr. Johnson made that
point along with others as he spoke on "The Role of Public Policy
Research Institutes in the National Scene."

Bruce Yandle
Alumni Professor of Economics
Clemson University and
Senior Fellow
Strom Thurmond Institute
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The Role of Public Policy Research Institutes
In the National Scene
I am honored to participate in the Strom Thurmond Institute Lec
tures and to have the opportunity to again visit Clemson University
where I have so many friends and from where one of my sons gradu
ated. The gentleman whose name this Institute bears is truly a legend in
his own time. Senator Thurmond stands for those basic objectives in
our society of creating and preserving a social, political and economic
environment that best fulfills our natural human desires for a free society
and a better living standard . South Carolina is indeed fortunate to have
such a distinguished participant in the public policy process.
The Public Policy Process

I would like to begin this discussion of the role of public policy
research institutes by talking briefly about the public policy process
-how public policy develops and how ideas get into the mainstream
of policy formulation.
It is natural to conclude that the Congress and the federal establish
ment make and guide public policy for the nation. This is particularly
so for many of us in Washington, since we are so close to the opera
tions of the legislative and governmental phase of the process. But this
is only the culminating phase. The public policy formation process
does not begin here. In a real sense, the process usually begins far from
Washington, D.C., in the minds of scholars primarily in academic com
munities throughout the country. It is here that new ideas are first formed.
These academic scholars are the true originators of the public
policy formation process, as their life work is, in essence, the produc
tion of ideas. These ideas, after being tossed around the academic
community, are sifted through and picked up by editorial writers and
media commentators, who exert a tremendous impact on the forma
tion and crystalizing of public attitudes and beliefs.
The economist John Maynard Keynes, writing nearly 50 years ago,
stated: "The ideas of economists and political philosophers, both
when they are right and when they are wrong, are more powerful than
is commonly understood. Indeed the world is ruled by little else. Prac
tical men, who believe themselves to be quite exempt from any intel
lectual influences, are usually the slaves of some defunct economist .. ..
It is ideas, not vested interests, which are dangerous for good or evil." 1

' John Maynard Keynes, Th e General Th eo ry o f Employm ent, Interest, and Mon ey
(New York : Harcourt, Brace and Company, 1936), pp. 383- 384.
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A Case in Point

It is appropriate that the author of that quote is Lord Keynes
because the ideas first developed by Keynes have had a most profound
effect on the formation of many of our government's economic
policies. A look at some of those ideas may help us trace the factors
contributing to our governmental bias, at least until recently, toward
multiplying federal programs and increased spending, with resulting
deficits and bouts of inflation.
As Professors Buchanan, Wagner and Burton noted in their Hobart
Paper, The Consequences of Mr. Keynes,2 Keynes, in opposition to the
classical economic theory of the time, believed that the market
economy was inherently unstable. He argues that the harmful fluctua
tions besetting the economy could be minimized by adjusting govern
ment budgets to create deficits in times of recession and surpluses in
times of inflation. This theory gained widespread acceptance in the
1930s, making obsolete the view that a balanced government budget
was necessary for stable economic growth.
According to these authors, Keynes assumed that government
fiscal policy was an independent variable in the economy, that is, that
policy could be set according to economic criteria without regard to
other factors; that it would be made by reasonable, dispassionate men
thinking only of the overall good of the nation. Keynes was not a politi
cian. In reality, policy-makers in democracies do not reach decisions
independent of political pressures or opportunities. Further, they favor
measures that concentrate benefits and diffuse costs. Also, legislative
bodies have insatiable appetites. There are always innumerable "worthy"
programs and projects to undertake that will benefit some group.
Political realities thus guarantee that deficits will always be more attrac
tive than surpluses because they enable the government to spend
without raising taxes, while to realize surpluses requires either an in
crease in taxes or a decrease in spending-both unpopular.
As a result, the "real world" of representative democracy creates a
mutant version of Keynesian policy: one that is biased toward ever
increasing government expenditure, financed by budget deficits. A
.look at our own national budget history of the past quarter century is a
vivid illustration of this. Of course, our economic policy formation has
been influenced by other factors as well. But I present this to you as an
illustration of the powerful influence an idea can have on the basic
direction of public policy.
We can see the same principle operating in the Full Employment
and Balanced Growth Act of 1977 (the Humphrey-Hawkins Bill). The
idea came from the privately sponsored Initiative Committee for Na
tional Economic Planning, which was composed of businessmen, labor

2
). M. Buchanan, John Burton, and R. E. Wagner, The Consequences of Mr. Keynes
(London: The Institute of Economic Affairs, Hobart Paper, 1978).
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leaders and academics, including economists Wassily Leontief, John
Kenneth Galbraith, Robert Roosa and Robert Nathan. It is from aca
demics such as these that policy issues arise and policy formation finds
its source.
Perception of Public Attitudes

In today's world, public officials' decisions and congressmen's
votes are heavily influenced by their perception of the public's at
titudes toward issues. But these attitudes are shaped by the opinions
and ideas of academics and scholars, and communicated through
media channels. As Nobel Prize Laureate Friedrich von Hayek wrote:
"There is little that the ordinary man of today learns about events or
ideas except through the medium of his class; and outside our special
fields of work we are in this respect almost all ordinary men, depend
ent for our information and instruction on those who make it their job
to keep abreast of opinion. It is the intellectuals in this sense who
decide what views and opinions are to reach us, which facts are impor
tant enough to be told to us, and in what form and from what angle
they are to be presented."
Today more than ever, the public official-whether elected or ap
pointed-is boxed in by public attitudes as he perceives them; the
range of options confronting him is an increasingly narrow one. It is
safe to say that most new innovative programs initiated by public of
ficials in the last four decades trace their origins to sources outside the
legislative and governmental process.
We have seen recommendations to increase government interven
tion in the economy come forth from the intellectual community with
steady predictability. Yet, by and large, these supposed solutions have
only compounded the problems. Why do these theories and ideas
continue to exert strong influence on public policy? I believe it is
because we have experienced a serious lack of competition in the
"marketplace for ideas."
Also, there has b~en a lack of competition among policy options.
For example, since the mid-sixties, policy options that have emphasized
objectives associated with equity have received more attention than
those with the objective of long-run economic efficiency. How serious
is this issue of subordinating long-run economic efficiency to other ob
jectives? Witness current debate on farm legislation, international trade
issues, and calls for industrial policy.
Yet, competition of ideas in the intellectual mainstream is fun
damental to the preservation of a free society. My colleague at AEI,
Michael Novak, in his study, The American Vision, states: "To an enor
mous extent the balance of power in world affairs is now decided in
the realm of ideas and symbols-and it is in the world of ideas that
4

democratic capitalism is suffering its greatest losses." 3 Dr. Paul
McCracken of the University of Michigan addressed himself to this
issue when he said that a free society can tolerate some degree of con
centration (monopoly) in the manufacture of a widget, but whenever it
permits anything approaching a monopoly in the realm of idea forma
tion, as those ideas impinge on public policy, then it sounds its death
knell.
Public Policy Research Institutes

Now, in this environment, what is the role of public policy
research institutes?
There are differences in philosophical approaches naturally, but by
and large, the major ones are engaged in analyzing and clarifying
policy options for public discussion and debate. Insight into the need
for this and its place in the national scene can be gained by a look at
the complex institutions of Congress itself.
Every two years, each new Congress has about 60 to nearly 100
"freshmen" or members elected for the first time. Lately, the trend
toward shorter tenure seems to be rising-more of those with greater
seniority are retiring. It takes a new member several years, at least, to
learn his way around and to familiarize himself with his committee af
fairs. Further, there is an avalanche of legislative work. In the last ses
sion of the 98th Congress, for example, about 9,600 bills were intro
duced in Congress, and 452 public laws were enacted. Any congress
man or senator can really understand only a few proposals at any one
time. He must rely on staff reports or on his party leadership to help him
reach a decision about what his position should be on many issues.
These sources give great weight in their recommendations and sugges
tions to what they find in the literature on a particular subject and what
they learn from the media. Furthermore, those proposals that survive to
become law often bear faint resemblance to what was originally in
troduced, or sometimes even to what comes out of committee.

l

In this arena of the competition of ideas and policy options, the
American Enterprise Institute and other public policy institutes function.
In this decade, dramatic changes have occurred in public attitudes
toward many national issues. The dominant public philosophy for 50 years
-the vision of a national community or welfare state where burdens
and benefits are shared-has faded under the Reagan Administration.
An open-ended commitment to the welfare state has become unreal
istic in the face of rising deficits and defense costs. Moreover, it clashes
with the philosophy of decentralized solutions, private sector ini
tiatives, self-reliance, and trust in the traditional institutions of family,

3 M ichael Novak, The American Vision: An Essay on the Future of Democratic Capi
talism (Washington: American Enterprise Institute, 1978), p. 14.
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neighborhood, church and ethnic groups to satisfy our natural yearn
ing for security and belonging.
A majority of both the public and policy-makers seems troubled by
expansive government but is slow to agree on alternatives that meet
our economic, social and cultural standards. Conflicting public philos
ophies will be articulated and tested as we try to resolve how we can
best improve, care for and govern ourselves as a society. The ambiva
lence of the electorate on basic public policies discourages philo
sophical alignment behind specific programs or legislative proposals.
Therefore, the public policy arena seems more ready than in the
past few decades for both an examination of policy arguments on their
merits and for a deeper education of the public as to the workings of
our political and economic systems. This environment lends special
importance to the role and work of independent, privately financed
public policy research organizations. The opportunities are substantial
for innovation in public policy and education of policy-makers and the
public, not only on domestic issues but on foreign policy and national
security issues as well. Rapid change in the international system makes
innovation necessary. With many more actors on the world stage, we
are conscious that the developing nations more and more show the
capacity to affect the course of events or to block the great powers'
ability to do so. In the future, the United States will be more dependent
on foreign nations as allies and for the trading of goods and services.
Around the world, the presently industrialized nations will be a fast
shrinking minority. Already there are three times as many people living
in third world countries as in industrial nations. Most of the new na
tions of the world are socialist. Many presently have difficulty feeding
their people and assuring them the most basic human rights. Many are
still captives of illusions that are unlikely to result in either liberty or
prosperity.
Opportunities are ripe for research and analysis of future public
policies to deal with these developments, to determine how nations
will change and influence one another in the future, and what new
directions American foreign policy will need to take if we are to con
tinue to operate effectively on the world stage for the remainder of this
century and beyond.
In the world of economics, there are similar opportunities for
scholarly work that can cast new light on relationships between fiscal
and monetary policies, both at home and abroad. There is, for exam
ple, widespread questioning of macroeconomic concepts that have
governed thinking and policy formulation for decades.
As this nation's traditional values seem to be regaining popular
support, cultural, philosophical, economic and historical studies can
provide new insights for policy-makers and the public.
6

AEI Fosters Debate

Now, in conclusion, since I know my own organization best, let
me say something about how we at AEI see our role and what we do.
AEl's function in public policy research is to develop and contrast com
peting policy choices and to explain what the terms of the debate
mean . AEI does this through a multitude of projects, centers and pro
grams, ranging from economic subjects to foreign and defense policy
issues, to studies of political processes, to health care policy, to issues
in government regulation and deregulation, to mention only a few .
We depend upon strong support from the academic community,
such as this university. Indeed, two of Clemson' s faculty members are
currently engaged in AEI projects. Our Adjunct Scholars are located on
nearly 100 university faculties around the country and abroad . These
are supplemented by a couple of dozen Resident Scholars at AEI. Thus,
on any particular issue or subject, we are able to marshal outstanding
experts in a wide range of areas and to focus their activity specifically
on the current issue or debate and, just as important, to fairly quickly
get the results of their work on the public scene or into the public
policy process.
We feel that AEI is in a unique position to contribute to the debates
leading to public understanding and resolution of a breadth of issues
not only in this country but also abroad.
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The Strom Thurmond Institute of Government and Public Affairs sponsors research
and public service programs aimed at enhancing civic awareness of public issues and
improving the quality of American national, state and local government. The Institute is
a privately funded , non-partisan, non-profit, tax-exempt organization affiliated with
Clemson University.
The views presented here are not necessarily those of The Strom Thurmond In
stitute of Government and Public Affairs or of Clemson University.
Copies of this booklet can be obtained from The Strom Thurmond Institute,
Clemson University, 201 Martin Street, Clemson , S.C. 29634-5130.

8

11111111111111111111111111m1~m111111111111111111111111

3 1604 004 457 158

THE
STROM THURMOND
INSTITUTE
AT CLEMSON UNIVERSITY

